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IBRD Loan in Finland 


A loan equivalent to US$37 million was made on 
March 16 by the International Bank for Reconstruction 
and Development, to provide capital to nine private 
companies in Finland’s pulp and paper industry. The 
loan was made to the Mortgage Bank of Finland Oy, a 
subsidiary of the Bank of Finland, established in 1956 
as a channel through which long-term foreign loans 
could be made to Finnish enterprises. The Mortgage 
Bank will relend the proceeds of the loan to the com- 
panies carrying out the projects. The projects being 
financed will enable the companies to increase their 
output of chemical pulp and newsprint, and to maintain 
the competitive position of these leading Finnish exports 
in world markets. The net foreign exchange earnings 
from the new production should amount to the equiva- 
lent of about $45 million per year. 

Eight private banks are participating in the loan, 
without the World Bank’s guarantee, for a total amount 
of $2,302,000, representing the first two maturities 
and part of the third maturity which fall due between 
August 15, 1962 and August 15, 1963. The partici- 


Investment Demand for Gold 

Figures compiled by the Union Corporation and 
published in the 1958 Annual Bullion Review issued 
by Samuel Montagu and Company show that world 
gold production in 1958, excluding Russian output, is 
estimated at 30.2 million ounces, an increase of nearly 
3 per cent from the 1957 figure of 29.4 million ounces. 
On the basis of a sterling gold price of 250 shillings 
per ounce, production was worth over £377 million. 
South African production established a new record of 
17.7 million ounces, an increase of about 3% per cent. 
The next largest producer was Canada with 4.5 million 
ounces. Total production in the British Commonwealth 
accounted for 83.1 per cent of the total, against 82.7 
per cent in 1957. Soviet gold production is estimated 
as about the same as that of South Africa. Soviet gold 
sales in 1958 are put at about 6 million ounces. 

The Review states that the investment demand for 
gold in 1958 was exceptional. Gold purchases for 
investment by persons or institutions amounted to 8 mil- 
lion ounces, valued at £100 million, against only 1.5 
million ounces (£18.8 million) in 1957. This form of 
investment appears to be new, since these purchases 
were made by persons or institutions not previously in 


pating banks are The First National City Bank of New 
York, Irving Trust Company, Chemical Corn Exchange 
Bank, The New York Trust Company, The Chase 
Manhattan Bank, Bankers Trust Company, Brown 
Brothers Harriman & Co., and Swiss Bank Corporation 
of Basle, Switzerland. 

The loan is for a term of 15 years and bears interest 
of 5% per cent, including the 1 per cent commission 
which is allocated to the Bank’s Special Reserve. Amor- 
tization will begin August 15, 1962. The loan is guar- 
anteed by the Government of Finland. 

The Bank has now made seven loans, totaling $102 
million, for the expansion of electric power, agriculture, 
and the wood-products industry in Finland. About half 
the proceeds of earlier loans was used to finance essen- 
tial imports of equipment and materials for the wood- 
products industry, including 26 important pulp and 
paper projects. 

Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., March 16, 1959. 


the habit of acquiring gold on any scale. The world 
demand for private hoarding fell from 7.5 million 
ounces (£94 million) in 1957 to 4 million ounces (£5 
million) in 1958. 


The new demand for gold occurred mainly in Swit- 
zerland, London, and Canada. The gold thus acquired 
was generally held by banks in those countries for the 
account of foreign customers. This kind of business 
was quite usual in the London market prior to 1939, 
when very large gold depots were established in London 
for nonresidents. The main distinction between the 
so-called investment demand for gold and the more 
normal hoarding demand seems to be that the former 
is done with funds which otherwise might have gone 
into interest-bearing securities. The growth of this form 
of investment appears to be closely connected with the 
growing mistrust of the U.S. dollar, especially in Europe, 
and the European central banks were as prominent as 
private investors in switching some of their assets from 
dollars to gold, or at least in holding their new earnings 
in gold rather than in dollars. 

Whether or not this form of investment may continue 
would appear to depend, to a great extent, on the 
general view taken of the U.S. dollar. The Review 
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points out that two of the reasons put forward last year 
to support the view that the dollar should be revalued— 
to help world liquidity and to stimulate the U.S. econ- 
omy—are litttle favored in the United States; but the 
Review maintains that that fact does not dispose of the 
possibility of a change in the dollar price of gold. It is 
concluded that, although a loss of confidence in the 
dollar in foreign financial circies in the immediate future 
is not foreseen, the possibility cannot be excluded that 
a further decline in dollar holdings caused by the U.S. 
Government's difficulties in handling their financial 
problems might force the hands of the U.S. authorities. 


Source: The Financial Times, England, 
March 11, 1959. 


Loans of U.S. Development Loan Fund 


As of February 28, 1959, total loan commitments of 
the U.S. Development Loan Fund amounted to $683.8 
million. Project commitments totaled $631.8 million; 
loans approved, but for which letters of advice had not 
been issued to borrowers, were $5.8 million; and com- 
mitments in advance of agreement on specific projects 
in certain countries were $46.2 million. 

The project commitments, by areas, were as follows: 
Latin America, $50.0 million; Europe, $96.6 million; 
Middle East, $68.7 million; Asia, $387.6 million; and 
Africa, $28.8 million. The principal borrowing coun- 
tries were India (7 loans totaling $175.0 million), 
Pakistan (7 loans totaling $70.2 million), Iran (1 loan 
of $47.5 million), and Taiwan (8 loans totaling $39.5 
million). 


London, 


Sources: Development Loan Fund, Press Releases, 


Washington, D.C., February 28 and March 11, 
1959. 


Europe 


Capital Markets in Europe 

Sir George Bolton, Chairman of the Bank of London 
& South America, in his annual statement suggested 
that it should no longer be assumed that the United 
States is the major, if not the only, source of capital 
in the western world. Western Europe as a whole, 
including the United Kingdom, should be prepared 
to make a more conscious and considered contribution 
toward the capital needs of the underdeveloped coun- 
tries, especially in Latin America. In this connection, 
it has become a matter of considerable importance that 
the United Kingdom should find the means of coming 
to terms with members of the European Common 
Market. 

Sir George said that London has the international 
services, financial structure, foreign banking machinery, 


and trained manpower to enable it to play a leading 
part in the unification of European capital markets. 
As soon as governments allow the European interna- 
tional financial system to carry out the tasks for which 
it was developed, many institutions in London, he prom- 
ised, would make their contribution. The Times noted 
that, in fact, a good deal has already happened in 
Europe’s leading capital markets over the past six 
months. A succession of foreign issues has been offered 
in Ziirich since last autumn, and the same has begun 
to be true in Frankfurt, for the first time since 1914. 
Moreover, a number of steps have been taken in other 
centers, especially Paris, toward removing restrictions 
on capital movements. 

Source: The Times, London, England, March 10, 

1959. 


Industrial Production in the United Kingdom 

The higher level of production established in the 
United Kingdom in the last two months of 1958 was 
maintained in January. The seasonally corrected index 
for the three months, November 1958-January 1959, 
taken together is 2 per cent above that for the previous 
three months. 

A leading article in the latest Bulletin of the London 
and Cambridge Economic Service (reviewed in the 
Times Review of Industry, March 4) questions, how- 
ever, whether the factors now at work will raise demand 
to anything like the level of potential output and whether, 
in the absence of some new initiative by the Govern- 
ment and the monetary authorities, the recent slight 
rise in output will continue. In addition to the fact that 
the stimulus given to consumption is likely to be tem- 
porary, the article lists two reasons for the views 
presented. The first is that the prospects for exports 
cannot be rated better than some chance of a modest 
rise. The second is that new orders for capital goods 
are, in general, not sufficient to enable these industries 
to maintain their recent rate of output. The danger of 
a relapse, particularly in the capital goods industries, 
is seen as even greater for 1960 than for this year. To 
meet this position, it is argued that any existing deter- 
rents to investment should be removed and that encour- 
agements should be offered; tax concessions should be 
introduced to secure a marked increase in demand; 
and the opportunity should be taken in the field of 
public investment to put in hand the many things which 
are inherently desirable and which have been post- 
poned because the pressure on the economy’s resources 
seemed in danger of becoming overstrained. The 
Bulletin article therefore is firmly on the side of those 
who believe that the great danger from the policy point 
of view lies in doing too little rather than too much, and 
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it also agrees with those who say that the United 
Kingdom should engage in more economic cooperation 
with other countries to raise the general level of demand. 


Source: The Times, London, England, March 4, 1959. 
French Foreign Exchange Regulafions 


As of June 1, 1959, a foreign exchange allocation 
of F 50,000 (about US$100) per person per year will 
be allowed French tourists going abroad. Since May 21, 
1958, the automatic allocation of foreign exchange to 
French tourists has been suspended (see this News 
Survey, Vol. X, p. 370). As previously, French tour- 
ists may continue to take with them banknotes or coins 
to the value of F 20,000 (about US$40) each time 
they leave France. 


Source: Le Monde, Paris, France, March 13, 1959. 
French Foreign Credits. 


The Bank of France announced on March 11 that it 
would have no further need of the three-month credit 
facilities offered to it last December by the central 
banks of Belgium, the Federal Republic of Germany, 
the United Kingdom, and the Netherlands (see this 
News Survey, Vol. XI, p. 214). As a result of the 
large-scale return of reserves to France, it has rot been 
necessary to make use of the credit facilities offered 
by these banks. 


Source: Le Monde, Paris, France, March 12, 1959. 


Netherlands Economic Plan for 1959 


The Central Economic Plan for 1959, recently pub- 
lished by the Netherlands Central Planning Bureau, is 
not an economic plan in the usual meaning of the word 
but rather a careful assessment of expectations for the 
near future, based on the analysis of present circum- 
stances and trends. It is estimated that the economy in 
general will continue to expand and that the recovery 
will be consolidated. Investment for the entire year 
is expected to increase, although a further decrease is 
expected for the first few months of 1959. Outlays 
for inventories will rise first, and this will be followed 
by a rise in fixed investment. 

The savings quota, i.e., the percentage of the gross 
national product saved, will rise from 18.6 per cent in 
1958 to 19.4 per cent in 1959, representing an increase 
of f. 400 million in savings. Although the demand for 
savings will increase somewhat more than the supply, 
no major changes in the interest rate structure will 
take place. 

The volume of imports is expected to be 9 per cent 
more than in 1958, and the volume of exports is 
expected to rise by 6 per cent. The balance of pay- 
ments surplus should be about f. 1,250 million (US$330 
million), compared with f. 1,350-1,500 million ($350- 
400 million) for 1958. Total gold and foreign exchange 


reserves may rise as much as f. 750 million ($200 
million), to a total of f. 6 billion (around $1.6 billion). 
This latter figure would cover five months’ imports. 

The forecasts for 1959 are based on the assumption 
that wages will be kept stable and that prices will 
decrease by 1 per cent. Gross national product for 
1959 will exceed f. 37 billion (nearly $10 billion), 
compared with f. 36 billion in 1958, which means a 
rise of 3 per cent in real income. The volume of both 
consumption and production will rise by some 3 per 
cent, a rate of growth that is judged to be sufficient to 
absorb the natural increase of the working popuiation 
and to keep unemployment below 3 per cent of the 
labor force. 


Sources: Nieuwe Rotterdamse Courant, Rotterdam, 
Netherlands, March 6 and 7, 1959; Het 
Financieele Dagblad, Amsterdam, Nether- 
lands, March 7, 1959. 


Norwegian Budget 

The Norwegian Government budget proposed for 
the fiscal year July 1, 1959-June 30, 1960 estimates 
total expenditure of NKr 6,032 million and an over-all 
deficit of NKr 230 million. Total expenditure on cur- 
rent account is estimated at NKr 5,034 million and 
revenue at NKr 5,739 million; the surplus of NKr 705 
million is NKr 89 million less than the surplus for the 
current fiscal year. Capital expenditures are estimated 
at NKr 483 million and amortization of government 
debt at NKr 515 million. 

The only tax relief provided in the budget is a 
decrease from 8 per cent to 4 per cent in the tax on 
undistributed profits, with effect from January 1, 1959. 
Telephone charges and some postal rates will be 
increased, and there will be a change in the special tax 
on some trucks. This tax, which has been based on 
the weight of the vehicle, will now be based on the 
distance driven. One of the main features of the new 
budget is a sizable increase in the amounts allocated 
for education, transport, and health services. Price 
subsidies are estimated at NKr 508 million, approxi- 
mately the same as budgeted for the current fiscal year. 

In presenting the budget to Parliament, the Minister 
of Finance said that the general economic outlook is 
brighter than a year ago, and that he foresees a year 
of economic progress for Norway, provided that inter- 
national economic trends are reasonably favorable. 

One of the most serious developments in Norway 
has been the fall in employment in manufacturing. 
Employment in that sector fell by about 10,000 persons 
last year; in the period from 1946 to 1957, it had 
increased by 98,000. One of the main aims of the 
Government’s economic policy will be to promote 
renewed expansion in this sector of the economy. The 
Minister said that the Government will continue to 
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borrow abroad to finance development projects which 
could not otherwise be undertaken. He also stated that 
Norway's foreign exchange reserves are sufficiently 
high, so that they can be allowed to fall somewhat in 
order to achieve satisfactory growth in output and 
employment. 


Sources: Norges Handels og Sidfartstidende, Oslo, Nor- 
way, March 2 and 5S, 1959. 


Investment Projects in Italy 

Investment projects in Italy approved during 1958 
by the Cassa per il Mezzogiorno exceeded Lit 170 
billion (US$272 million); some two thirds were public 
works and one third projects handled by the private 
sector. The actual outlay during 1958 amounted to 
Lit 90 billion. 

From October 1, 1950, when the Cassa was estab- 
lished, through the end of 1958, investment projects 
totaled Lit 1,035 billion (almost $1.7 billion), of which 
Lit 795 billion was for public works and Lit 240 billion 
for projects carried out by private enterprises. The 
larger share of the investments is accounted for by 
agriculture and land reclamation, which has greatly 
improved the productive and competitive capacity of 
this sector. 

The achievements of the Cassa are clearly illustrated 
by the fact that in the period 1950-58 the rate of growth 
of the economy of Southern Italy was at least as high 
as that of the North, whereas in the preceding decade 
it had been much lower. This means that the differ- 
ences in income and employment between the two 
parts of the country have at last been reduced. Public 
and private investment in the South continue to rise 
and offer employment opportunities to the local popu- 
lation. This development is at the same time beneficial 
for Northern Italy, which has found new markets for 
its capital and consumer goods industries in the South. 
Sources: 24 Ore, Milan, Italy, February 3, 13, and 

17, 1959. 


Austria's Balance of Payments 

Austria's balance of payments surplus increased from 
the equivalent of US$95 million in 1957 to $162.2 
million in 1958, mainly as a result of larger receipts 
from tourism and an increase in the inflow of capital. 
Imports declined from $1,128.4 million in 1957 to 
$1,072.1 million in 1958, and exports (including $44.5 
million worth of compensation deliveries to the Soviet 
Union) declined from $1,021.0 million to $962.3 mil- 
lion. The trade deficit therefore rose from $107.4 
million to $109.8 million. Service items, of which 
gross receipts of $166.7 million on account of tourism 
(an increase of 14 per cent over 1957) were the most 
important, showed a net surplus of $166.5 million. 
Thus the surplus on goods and services account in 


1958 amounted to $56.7 million, compared with $30.9 

million in 1957. Net capital inflow increased from 

$58.1 million in 1957 to $118.5 million in 1958. 

Source: Osterreichische Nationalbank, Mitteilungen, 
Vienna, Austria, February 1959. 


Middle East 


Oil Production in the Middle East 


Production of crude oil in the Middle East increased 
by 20.7 per cent in 1958, to a record figure of 215 
million metric tons; output was 178 million metric tons 
in 1957 and 172.5 million tons in 1956. The share of 
the Middle East in total world production rose from 
20.2 per cent in 1957 to 23.7 per cent in 1958. Iraq 
and Kuwait were responsible for the largest increases. 
Iraq increased its production from 21.7 million tons 
in 1957 to 35.5 million tons last year and its relative 
share from 12.2 per cent to 16.5 per cent of total 
Middle Eastern production. This was due to the com- 
plete restoration of pipeline facilities and to the expan- 
sion of the southern oilfields. Production in Kuwait 
increased from 57.3 million tons to 70.2 million tons, 
representing an increase from 32.2 per cent to 32.7 
per cent of total production. Iran expanded its output 
from 35.3 million tons to 40.4 million tons, but its 
relative share dropped from 19.8 per cent to 18.9 per 
cent. Likewise, Saudi Arabia increased production by 
about 800,000 tons, but its relative share dropped from 
27.5 per cent to 23.4 per cent. All Middle Eastern 
countries outside the Persian Gulf area produced 5.3 
million tons, or 2.5 per cent of the total. With the 
exception of Turkey, where production remained 
unchanged at 300,000 tons, gains were realized by all 
oil-producing countries. 

Source: Middle East Economic Digest, London, Eng- 
land, February 6, 1959. 


U.A.R. Financial Settlements 


In a statement on the financial agreement recently 
concluded between the United Kingdom and the United 
Arab Republic, the U.K. Chancellor of the Exchequer 
listed six main provisions: (1) Under an agreed pro- 
cedure, the Government of the United Arab Republic 
will release to the owners the British properties which 
it now holds in sequestration. (2) The U.A.R. Gov- 
ernment is paying to the U.K. Government a lump sum 
of £27.5 million in compensation for British private 
property that has been Egyptianized, that is to say, 
nationalized or compulsorily acquired. This sum is also 
on account of that part of the property to be returned 
which may have suffered injury or damage. Of the 
lump sum, £3.5 million is being paid immediately; the 
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balance is due in a year’s time, and meanwhile the U.K. 
Government will hold in London British Government 
stocks with a market value of £25 million deposited 
by the U.A.R. Government as collateral security. 
(3) Provision is made for the resumption of full pay- 
ment and transfer by the U.A.R. of Egyptian Govern- 
ment pensions, together with all arrears. (4) Provision 
is made for owners not wishing to take up residence in 
Egypt to have remitted to them in the United Kingdom, 
subject to the normal requirement of the Egyptian 
Exchange Control Regulations, at least LE 5,000 from 
any cash or bank balances which are released to them 
after desequestration, or from the proceeds of the sale 
of any of their property in Egypt. (5) The balances at 
present held by Egypt in the United Kingdom in blocked 
accounts have been released from exchange control 
restrictions. (6) Provision is made for the resumption 
of normal commercial relationships, including aviation. 

The Bank of England accordingly announced the 
removal, as from March 2, of all exchange control 
restrictions imposed in July 1956 on Egyptian Accounts 
of residents of the Egyptian Monetary Area; all sterling 
accounts of residents of the Egyptian Monetary Area 
with banks in the United Kingdom have thus been 
redesignated External Accounts. 


As a result of the agreement, and with account taken 


of the compensation payments by the U.A.R., the 
nominal net sterling free balances of the U.A.R. amount 


to about £51 million. The market value of these bal- 
ances is about £41 million. A presidential order issued 
in Cairo prohibits the use of this sterling except by 
presidential authorization. The freed balances are 
expected to become a foreign exchange reserve for the 
development program. 

Under an earlier agreement between the U.A.R. 
Government and Anglo-Egyptian Oilfields which was 
made conditional on the financial settlement between 
the United Kingdom and the U.A.R., Anglo-Egyptian 
Oilfields will resume operations immediately. Accord- 
ing to the U.A.R. Minister of Economy and Commerce, 
Anglo-Egyptian Oilfields and the Shell Oil Company 
have agreed to waive a claim of £11 million for opera- 
tions since October 1956 and to pay Egypt £3 million 
for new concessions. 

Outstanding financial and cultural questions between 
the U.A.R. and France were settled by an agreement 
signed in Ziirich last August. The agreement provides 
for the return of assets of residents of both countries 
and for compensation for assets that could not be 
returned to the appropriate owners. Trade and financial 
relations are to be normalized in accordance with a 
payments agreement signed on the same date. This 
agreement provides for the channeling of payments 
arising from the application of the settlement agreement, 


289 


as well as from regular trade and financial transactions, 

and for credit facilities for the payment by the U.A.R. 

of compensation due to French residents. 

Sources: Egyptian Official Journal, December 8, 1958, 
and Al Ahram, March 3 and 4, 1959, Cairo, 
Egypt; The Times, March 3, 1959, and Mid- 
dle East Economic Digest, March 6, 1959, 
London, England. 


Israel's Supplementary Budget 

A budget that is additional to the original 1959-60 
budget, totaling 1£1,336.5 million, which was tabled in 
December, has been presented to the Israel Parliament. 
Expenditure in the supplementary budget is estimated 
at 1£192 million and revenue at I£185 million; the 
difference would be covered by nonbudgetary funds. 

The new expenditure will be necessary mainly for 
the absorption of immigrants in numbers beyond what 
was expected when the original budget estimates were 
made. In the new estimates, 1£97 million is planned 
for building; I1£20 million each for irrigation works, 
repair of drought damage, and industry and new settle- 
ments; and 1£35 million for health and education serv- 
ices for new immigrants and the provision of employ- 
ment. 

Sources of revenue for the supplementary budget are 
1£50 million from the Jewish Agency; 1£40 million from 
a compulsory loan; 1£25 million from government bond 
issues to be floated locally; 1£20 million from the U.S. 
Government for drought damage; and I£15 million of 
additional receipts from Development Bonds sold 
abroad. A further 1£35 million will be raised from 
indirect taxes, including an increase of 10-15 per cent 
in the purchase tax (mainly on consumer goods and 
building materials), increases in customs duties and 
excise taxes, and revenue from the higher prices of 
sugar and coffee which are expected to follow deration- 
ing (see this News Survey, Vol. XI, pp. 265-66). 
Source: The Jerusalem Post, Jerusalem, Israel, Febru- 

ary 25, 1959. 


Far East 


Indian Budget Proposals 

The budget of the Government of India for 1959-60, 
after allowance for additional taxation, estimates an 
over-all deficit of Rs 2.22 billion (US$466 million), 
to be financed by the sale of treasury bills. The 1958-59 
budget had estimated a deficit of Rs 2.00 billion, but 
the revised estimates place it at Rs 2.55 billion, owing 
mainly to shortfalls in receipts from customs duties 
and foreign loans and increased loan assistance to 
State Governments. The sharp decline in customs 
revenue was due mainly to the tightening of import 
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restrictions and to adjustments in export duties during 
the year. 

The estimates for 1959-60 provide for expenditure 
on revenue account of Rs 8.39 billion and revenue 
receipts of Rs 7.81 billion, after allowance for new 
taxation, leaving a revenue deficit of Rs 0.58 billion. 
Civil expenditure shows an increase of Rs 0.75 billion 
over the revised estimates for 1958-59, but defense 
expenditure is to be reduced by Rs 0.24 billion, chiefly 
through a decrease in the provision for payment on 
account of equipment for the Air Force. 

Proposed capital expenditure is Rs 10.75 billion, 
distributed as follows: capital outlay, Rs 4.20 billion; 
loans to State Governments and others, Rs 5.25 billion; 
debt redemption, Rs 1.30 billion. Thus, total disburse- 
ments on capital account plus the revenue deficit are 
placed at Rs 11.34 billion. The budget provides for 
capital receipts of Rs 9.12 billion, as follows: market 
loans, Rs 2.40 billion; small savings, Rs 0.85 billion; 
repayment of loans by State Governments and others, 
Rs 1.11 billion; foreign assistance, Rs 3.37 billion; issue 
of special securities to meet payment of an additional 
subscription to the International Monetary Fund, 
Rs 0.95 billion; and miscellaneous receipts, Rs 0.44 
billion. 

The total Plan outlay in 1959-60, including the out- 
lays of State Governments and railways, is placed at 
Rs 11.21 billion, compared with approximately Rs 9.80 
billion in 1958-59. 

The new tax proposals are expected to yield Rs 234 
million ($49 million) to the Central Government. 
Increases in excise duties are expected to yield Rs 181 
million, increases in customs duties Rs 28 million, and 
an increase of 2 per cent in the wealth tax on individ- 
uals and Hindu undivided families Rs 25 million. A 
slight reduction in the export duty on tea is proposed. 
With a view to simplifying company taxation, the wealth 
tax on companies and the excess dividends tax are to 
be abolished. No change in personal income tax is 
envisaged, but some exemptions have, been withdrawn 
under the new expenditure tax. 

The Finance Minister stated that the authorities are 
not taking a complacent view of deficit financing and 
that their intention is to see how much the deficit can 
be reduced during the course of the year. While the 
price situation is still a matter of some concern, the 
Minister observed, there is no reason to doubt the 
inherent soundness of the economy. As for the coun- 
try’s economic development, he stressed the need for 
greater production, greater saving, and more restraint 
in consumption. 


Sources: The Times of India, Bombay, India, March 1, 


1959; The Times and The Financial Times, 
London, England, March 2, 1959. 


Ceylon—Mainland China Trade 

Ceylon had a deficit of Rs 74 million (US$15.5 
million) in its trade with Mainland China in 1958; 
exports were Rs 78 million ($16.4 million) and imports 
Rs 152 million ($31.9 million). The contracted 30,000 
tons of Ceylon rubber were not shipped in full, while 
about 100,000 tons of Chinese rice were purchased 
by Ceylon over and above the contracted shipment of 
200,000 tons. In addition, Ceylon bought coal, sugar, 
cement, and a number of subsidiary foodstuffs from 
Mainland China. The amount due to Mainland China 
was set off against the outstanding credit balance to 
the account of Ceylon resulting from previous years’ 
trade between the two countries. 


Source: Ceylon News, Colombo, Ceylon, February 26, 
1959. 


United States and Canada 
U.S. Quota in the Fund 


The Senate Foreign Relations Committee and the 
House Committee on Banking and Currency have 
approved bills to make effective the proposal for a 
higher U.S. quota in the IMF and an increased sub- 
scription to the capital of the IBRD. The bill as 
approved by the Senate Committee provides that the 
expenditure involved shall fall within the 1959-60 
budget, whereas that approved by the House Committee 
leaves this question to the discretion of the Admin- 
istration. 

Sources: The Journal of Commerce, New York, N.Y., 
March 18 and 19, 1959. 


U.S. Competitive Position in World Trade 

Various aspects of the changing U.S. competitive 
position in world trade are set forth in the Monthly 
Letter for March 1959 of The First National City 
Bank of New York. Symptomatic of the change in 
conditions in international trade is the fact that the 
United States maintained its purchases of goods during 
1958 in spite of the business recession, while exports 
fell sharply. The weakness of U.S. export trade is 
particularly apparent in basic farm products. Despite 
disposal programs, the United States today accounts 
for less than 30 per cent of the world cotton market, 
against 40 per cent ten years ago. Exports of other 
U.S. crops have been similarly affected. In lead and 
zinc, competition from foreign producers was so great 
in 1957 and 1958 that many domestic producers were 
forced to shut down or curtail operations. In response 
to this development, the U.S. Government in Octo- 
ber 1958 imposed quota restrictions on lead and zinc 
imports. The voluntary oil restriction program, insti- 
tuted in 1956, resulted in a decline in crude oil imports. 
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However, imports of refined products, which are not 
subject to restriction, increased, with the result that 
total petroleum imports rose. This development con- 
trasted with a reduction in domestic output and a decline 
in exports. (Mandatory quotas have now been imposed 
upon imports of petroleum and its principal products; 
see below.) 

The change in the U.S. competitive position has been 
particularly noticeable in respect of passenger automo- 
biles. In 1957, for the first time, the number of auto- 
mobiles imported exceeded the number exported; and 
in 1958, the number of imported cars was three times 
the number exported, with European manufacturers 
accounting for 8 per cent of the total new-car market 
in the United States. The U.S. automobile industry 
now ranks fifth among world car exporters—after 
Germany, the United Kingdom, France, and Italy. 
Largely because of intensified price competition, U.S. 
steel exports in 1958 were 40 per cent below the 1957 
exports; imports, however, fell only about 10 per cent. 

From the first half of 1957 to the second half of 
1958, exports of manufactures from the United States 
decreased by 10 per cent, while those from Germany 
rose by 14 per cent and those from Japan by 6 per cent. 
Italy and the Netherlands also increased their exports 
of manufactured goods; France maintained its ship- 
ments; and the decrease in shipments from the United 
Kingdom was only 4 per cent. Thus the reduction in 
world exports of manufactures was accounted for 
almost entirely by the decline in U.S. sales. The U.S. 
share in world exports of manufactures fell from 26 
per cent during January-June 1957 to 24 per cent in 
the second half of 1958. 

In earlier years, the faster pace of inflation, lower 
productivity, and insufficient capacity in other industrial 
countries made it possible for the United States to 
increase its exports, despite higher prices. The U.S. 
competitive power has been based on heavy capital 
investment, providing efficiencies of large-scale produc- 
tion which have permitted U.S. manufactured goods to 
compete abroad even though wage costs in the United 
States are the heaviest in the world. Hourly wages in 
manufacturing in the United States are almost three 
times those in the United Kingdom and almost four 
times those in Germany. Although wages have been 
rising in the three countries, the advances in the United 
Kingdom and Germany appear to have been better 
justified by improvements in productivity. 

With the subsidence of the world-wide industrial 
boom in mid-1957, industrial countries generally sought 
to develop export business, and U.S. business was the 
easiest to displace on a basis of price. For example, 
imports by Latin America from the United States 


declined noticeably in 1958, while those from Western 
Europe and Japan increased. 


Source: The First National City Bank of New York, 
Monthly Letter on Business and Economic 
Conditions, New York, N.Y., March 1959. 


U.S. Industrial Production 

The index of industrial production in the United 
States rose one point in February, to 144 per cent of 
the 1947-49 average. This was only one point below 
the prerecession high in August 1957. With the excep- 
tion of automobiles, durable goods production con- 
tinued to rise, the increase being particularly sharp in 
output of primary metals. This reflects a rebuilding of 
inventories and an expansion in consumer purchases. 
Automobile assemblies fell in February, largely as a 
result of shortages of glass following a prolonged strike 
in that industry. Steel production rose from 71 per cent 
of capacity to 85 per cent, and it was scheduled at 
92 per cent in mid-March. 
Source: The Wall Street Journal, New York, N.Y., 

March 17, 1959. 


Mandatory Controls on U.S. Petroleum Imports 

President Eisenhower has imposed mandatory restric- 
tions on U.S. imports of crude petroleum and its prin- 
cipal products, effective March 11. The action followed 
a government report that such imports threatened the 
national security; it is a substitute for the voluntary 
import program which expired March 10. The controls 
will have their greatest incidence on imports of finished 
products (exclusive of residual fuel oil), which have 
amounted to about 300,000 barrels daily in recent 
months; under the controls, imports of finished products 
will be held to the 1957 level of about 60,000 barrels 
daily. Imports of crude oil and unfinished products 
will be limited to 937,000 barrels daily; these imports 
had amounted to about 1,113,500 barrels daily under 
the voluntary restrictions program. Imports of residual 
fuel oil will be limited to the 1957 level of about 
480,000 barrels daily, just below the 1958 level. 

Domestic developments in petroleum prices will be 
watched carefully as a result of the control action. If 
domestic prices rise significantly, downward adjustments 
in import quotas will be allowed. 
Sources: The Journal of Commerce and The Wall 


Street Journal, New York, N.Y., March 11, 
1959. 


Canada’s Foreign Trade 

Canada’s commodity imports in January were $415 
million, nearly 4 per cent more than in January 1958; 
thus the advance over a year earlier, shown in the last 
three months of 1958, continued. In contrast, com- 
modity exports, at $350 million, were some 10 per 
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cent less than in January 1958. As a result, the trade 
deficit rose to $65 million, from less than $10 million 
in the same month last year. 

A reduction of $30 million, to $200 million, in the 
value of exports to the United States in January 1959 
was mainly responsible for the larger trade deficit. 
Imports from the United States increased somewhat, 
and the deficit with the United States rose more than 
$35 million, to $95 million. A small decline between 
January 1958 and January 1959 in exports to the 
United Kingdom was partly offset by a slight rise in 
shipments to other Commonwealth countries. With 
little change in imports, the export surplus with the 
Commonwealth area as a whole, at $30 million, was 
$5 million less than a year earlier. Exports to all other 
countries as a group were reduced by $5 million, while 
imports rose about $10 million, thus lowering the export 
surplus with that group to almost zero, from $15 
million. 

Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, February 24, 1959. 


Other Countries 


Australian Loan 

The Australian Government has issued on the Lon- 
don market a cash and conversion loan of £10 million 
of 5% per cent bonds, 1973, and of £10 million of 
5% per cent bonds, 1976-79; the issue price in each 
case was 99. 

Holders of the existing £20,675,100, 342 per cent 
loan of the Australian Government, whose final redemp- 
tion date is June 1, 1959, have been offered conversion 
into the new bonds. Cash subscriptions would be 
accepted as required to make up for any amount of 
the new loan not taken up by conversions. Lists for 
the conversion offer were to be closed no later than 
March 16. 

Source: The Financial 
March 9, 1959. 


Ghana's Development Plan 

On March 5, the National Assembly of Ghana 
approved the Government’s Second Five-Year Develop- 
ment Plan that will be initiated on July 1. The total 
amount involved is £G 342 million. During the parlia- 
mentary discussion, the Minister of Finance stated that 
the Assembly would be given the opportunity to discuss 
or analyze the yearly priority list of development proj- 
ects to be undertaken. The minimum rate of expendi- 
ture during the Plan period would be £G 20 million 
a year. 


Times, London, England, 


The new Plan was laid before the National Assembly 
on February 27. The Prime Minister said that its basic 
objective was to show what had to be done—“by our 
own hard work, by the use of natural resources, and 
by encouraging a standard of living which will abolish 
disease, poverty, and illiteracy, give our people ample 
food and good housing, and let us advance confidently 
as a nation.” The Prime Minister also said that Ghana’s 
ability to execute the Plan will be influenced largely 
by what can be done to obtain capital from overseas. 
One of the reasons why the Plan had deliberately been 
drawn upon bold lines was that “there can be no doubt 
in the minds of our friends overseas of the things which 
we would like to accomplish.” 

Of the total amount of £G 342 million, £G 242.37 
million is to be spent on general development, and the 
remainder is allocated for the construction of hydro- 
electric works which the Plan treats as “a separate 
financial and administrative exercise.” The Govern- 
ment has selected a program of development projects 
involving expenditure of £G 124.44 million on projects 
for immediate implementation; the largest amounts are 
allocated to communications (£G 28.68 million), 
health, sanitation, and water supplies (£G 19.68 mil- 
lion), education (£G 14.15 million), industry and 
trade (£G 14.01 million), and agricultural and natural 
resources (£G 10.43 million). 

Generally, the Plan provides for increasing and diver- 
sifying agricultural production and for avoiding an 
excessive importation of meat, milk, and other products 
which can be produced locally. It also provides for a 
country-wide supply of clean drinking water. About 
600 factories of varying size, producing a range of over 
100 different products, are to be established. In regard 
to education, the Government aims at providing free 
and compulsory primary and middle school education 
throughout the country. 


Sources: Daily Graphic, Accra, Ghana, February 28 
and March 5 and 6, 1959. 
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